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From 2027, there may be no Gulf state left that remains a corporate 

tax haven for business. This will happen once Bahrain introduces a 

corporate tax in addition to the VAT already in force in the country 

since 2022 (standard rate: 10%). 

First Tax Period 

In December 2025, the draft corporate tax law was approved by the 

Bahraini Cabinet and referred to the National Assembly for 

consideration. The law is expected to be enacted before the end of 

2026, with the tax applying to financial (tax) periods beginning in 

2027. 

Standard Rate and Withholding Tax 

The proposed standard corporate tax rate is 10%. It will apply to 

companies that exceed either of the following thresholds: 

― Annual revenue of BHD 1 million (approximately USD 2.6 

million); or 

― Annual net profit of BHD 200,000 (approximately USD 530,000). 

A 5% withholding tax is expected to apply to certain categories of 

payments to non-residents, potentially including service fees, interest, 

and royalties. 

The corporate tax is intended to apply to companies engaged in all 

types of commercial activity. At this stage, no sector-specific 

exemptions or carve-outs – such as those available in the UAE’s Free 

Zones – are anticipated. Oil and gas companies may remain outside 

the general regime, as they are already subject to taxation under a 

separate set of rules at a higher rate. 

 



 

 

Corporate Tax and Pillar Two 

Since 2025, Bahrain has had Pillar Two rules in place in the form of a 

Domestic Minimum Top-up Tax (DMTT) at a rate of 15%. The DMTT 

applies exclusively to Bahrain-based entities that are members of 

multinational groups whose consolidated annual revenue exceeded 

EUR 750 million in at least two of the four most recent financial 

periods. 

In 2026, Bahrain’s DMTT was recognized as a Qualified Domestic 

Minimum Top-up Tax (QDMTT), confirming its full alignment with the 

OECD’s model rules and eliminating the need to calculate the top-up 

tax twice – under both the local and the model rules. 

Practical Takeaways 

In the current regional context, the introduction of corporate tax in 

Bahrain is both expected and logical. 

The 10% rate has evidently been selected by the Bahraini Government 

with a view to maintaining the country’s competitiveness in the 

region, where headline corporate tax rates stand at 20% in Saudi 

Arabia, 15% in Oman, 10% in Qatar, and 9% in the UAE.  

The relatively high revenue and profit thresholds for the application 

of the corporate tax may be seen as a measure designed to shield 

Bahrain’s small and medium-sized enterprises from the tax. 

Recommended Steps 

If you already have a business in Bahrain and expect that the revenue 

or profit thresholds may be exceeded, it is important to begin 

preparing for the introduction of corporate tax well in advance. It is 

already worth assessing the tax efficiency of your existing structure 



 

 

and, where appropriate, considering a restructuring, as well as 

ensuring that your accounting records are maintained correctly and 

that all supporting documentation is in place. 

Given the heightened geopolitical tensions in the Middle East, it is 

also prudent to consider diversifying your business presence both 

within and beyond the region in order to ensure ongoing tax efficiency 

and operational resilience. 
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Irina Fadeeva, Partner at Global Aim Consulting, PhD 

in Law, specializes in international tax planning, 

cross-border structuring, and the application of tax 

legislation across multiple jurisdictions, with a 

particular focus on the Gulf states.  

She advises business owners, corporate groups, and family offices 

on tax-efficient holding, financial and operating structures, 

redomiciliation, and substance requirements in the META region and 

other jurisdictions. Her practice also covers investment structuring 

and tax compliance. 
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